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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RICHVOND, APRIL 13, 2001
COVWONVWEALTH OF VIRA NI A, ex rel.
STATE CORPORATI ON COW SSI ON CASE NO. PUEO00550

Ex Parte: In the matter
concerning the application of

Appal achi an Power Conpany d/ b/ a
Anerican Electric Power-Virginia
for approval of a plan to transfer
functi onal and operational control
of certain transm ssion facilities
to a Regional Transmi ssion Entity

ORDER PRESCRI Bl NG NOTI CE, | NVI TI NG
COVMENTS, AND SETTI NG HEARI NG

Sections 56-577 and 56-579 of the Virginia Electric Uility
Restructuring Act (the "Restructuring Act"), Chapter 23 (8 56-
576 et seq.) of Title 56 of the Code of Virginia ("Code"),
require Virginia' s incunbent electric utilities to join or
establish regional transm ssion entities ("RTEs") by January 1,
2001, and to seek authorization fromthe State Corporation
Commi ssion ("Conmm ssion") to transfer the managenent and control
of their transm ssion assets to such RTEs.

Specifically, 8 56-577 A of the Restructuring Act states in
pertinent part that:

[On or before January 1, 2001, each
i ncunmbent electric utility owning,

operating, controlling, or having an
entitlenent to transm ssion capacity shal


http://www.state.va.us/scc/contact.htm#General

join or establish a regional transm ssion
entity, which entity may be an i ndependent
system operator, to which such utility shal
transfer the managenent and control of its
transm ssion system subject to the
provisions of 8§ 56-579.

Section 56-579 A 1 of the Restructuring Act provides in
pertinent part that:

[ NNo such incunbent electric utility shal
transfer to any person any ownership or
control of, or any responsibility to
operate, any portion of any transm ssion
system |l ocated in the Commonweal th without
obtai ning the prior approval of the

Conmi ssion, as hereinafter provided.

The Comm ssion was directed by 8 56-579 A 2 of the
Restructuring Act to develop rules and regul ati ons under which
i ncunbent electric utilities owning, operating, controlling, or
having an entitlenent to transm ssion capacity within the
Commonweal th may transfer all or part of such control,
ownership, or responsibility to an RTE. The Conm ssi on was
directed by 8 56-579 B of the Restructuring Act to adopt rules
and regul ati ons establishing elenments of an RTE structure
essential to the public interest. These elenents are to be
consi dered by the Comm ssion in determ ni ng whet her to authorize
transfer of control of incunbent electric utilities'
transm ssion assets to RTEs.

On July 19, 2000, the Conm ssion adopted, in Case

No. PUE990349, regul ations governing i ncunbent electric



utilities' transfer of the ownership or control of transm ssion
assets, or entitlenents thereto, to an RTE, 20 VAC 5-320-10 et
seq. (the "RTE Rules"). The RTE rules require an incunbent
electric utility, submtting an application to transfer
ownership or control of transm ssion assets to an RTE, to
provi de the Conmi ssion with information pertaining to the
transfer including, but not limted to, the RTE business
structure and governance, transmi ssion rate or rates, and the
pl anni ng, operation, maintenance, and other responsibilities of
the various entities participating in the RTE.

Pursuant to 20 VAC 5-320-100 of the RTE Rules, on
Cct ober 16, 2000, Appal achi an Power Conpany d/ b/a American
El ectric Power-Virginia ("AEP-VA" or the "Conpany"), filed an
application with the Conm ssion to transfer functional and
operational control of its transmssion facilities located in
the Commonweal th of Virginia to the proposed Alliance RTO.! The
Al'liance RTO is a Regional Transm ssion O ganization to be
created pursuant to federal regulations issued by the Federal
Ener gy Regul atory Conmi ssion ("FERC'). The Alliance RTOis
being fornmed by the follow ng transm ssi on-owni ng i hcunbent
electric utility systens: Anerican Electric Power Service

Cor poration on behal f of Appal achian Power Conpany, Col unbus

1 The phrases Regional Transmi ssion Entity or RTE and Regional Transnission
Organi zati on or RTO may be used i nterchangeably.



Sout hern Power Conpany, |ndiana M chi gan Power Conpany, Kentucky
Power Conpany, Kingsport Power Conpany, Chio Power Conpany, and
Wheel i ng Power Conpany; Consuners Energy Conpany; The Dayton
Power and Light Conpany; The Detroit Edi son Conpany, FirstEnergy
Corp. on behalf of The Ceveland Electric Illum nating Conpany,
Ohi 0 Edi son Conpany, Pennsylvani a Power Conpany, and the Tol edo
Edi son Conpany; the Northern Indiana Public Service Conpany; and
Virginia Electric and Power Conpany d/b/a Dom nion Virginia
Power ("Dom nion Virginia Power") (the "Alliance Conpanies").
This group of incunbent electric utilities provides service in
the states of Illinois, Indiana, Kentucky, M chigan, M ssouri
Chi o, Pennsyl vania, North Carolina, Tennessee, Virginia, and
West Virginia.

As the proposed Alliance RTOis to be created pursuant to
federal regulations, the Alliance Conpanies have filed with the
FERC for approval. The FERC conditionally authorized the
Al liance RTOin an order issued Decenber 20, 1999 ("Alliance

Order").? Anong other things, the Alliance | Oder raised issues

2 Alliance Conpani es Docket Nos. ER99-3144-003, ER99-3144-004 and ER99- 3144-
005; Anerican Electric Power Service Corporation on behalf of: Appal achi an
Power Conpany, Col unbus Sout hern Power Conpany, |ndiana M chi gan Power
Conpany, Kentucky Power Conpany, Kingsport Power Conpany, Chi o Power Conpany,
Wheel i ng Power Conpany; Consuners Energy Conpany Docket Nos. EC99-80- 003,
EC99- 80- 004 and EC99-80-005; The Detroit Edi son Conpany; First Energy
Corporation on behalf of: The C eveland Electric Illunm nating Conpany, Ohio
Edi son Conpany, Pennsylvani a Power Conpany, The Tol edo Edi son Conpany; and
Virginia Electric and Power Conpany ("Alliance Conpanies, et al."), 89 FERC
61, 298 (Decenber 20, 1999).




regarding the Alliance RTO proposal's conpliance with FERC O der
No. 2000, which includes requirenments for the scope and
configuration of an RTO, independence standards, interregiona
coordi nation, rate design nethodol ogy, market nonitoring, and
ancillary service.?3

The Alliance Conpanies filed a revised proposal on
February 17, 2000, and on May 18, 2000, the FERC issued an order
further addressing its concerns and directing additional
conpliance filings ("Alliance Il Oder").* On Septenber 15,
2000, the Alliance Conpani es made the further conpliance filing.
On January 24, 2001, the FERC i ssued another order that provided
nor e gui dance on the formation of the Alliance RTO, its required
functions, and Open Access Transm ssion Tariff ("OATT") i ssues,
and al so deni ed requests for rehearing ("Conpliance Filing
Order").® The Conpliance Filing Order directed the Alliance

Conpani es to make another conpliance filing by May 15, 2001.°

3 Regional Transm ssion Organi zations, Order No. 2000, 65 Fed. Reg. 809
(January 6, 2000), FERC Stats. & Regs. T 31,089 (1999), order on reh'g, Order
No. 2000-A, 65 Fed. Reg. 12,088 (March 8, 2000), FERC Stats. & Regs. Y 31,092
(2000), petitions for review pending sub. nom Public Utility District No. 1
of Snohom sh County, Washington v. FERC, Nos. 00-1174, et al. (D.C. Cir.)
("Order No. 2000"). The Alliance Conpani es made an Order 2000 Conpli ance
Filing on January 16, 2001, in Docket No. RT01-88-000. The Commission filed
a notion to intervene and protest in this docket on March 12, 2001. This
docket is still pending.

4 Al'liance Conpanies, et al., 91 FERC 61,152 (May 18, 2000).

S Al'liance Conpanies, et al., 94 FERC 61,070 (January 24, 2001).

61t should be noted that in Docket No. ERO1-123-000 Dynegy Inc. ("Dynegy"),
whi ch has nerged with Illinois Power Conpany's parent conpany, has requested



The FERC has not taken final action in regard to the Alliance
Conpani es' proposal. It is clear that determ ning the
structure, functions, and responsibilities of the A liance RTO
has been, and will continue to be, an evolutionary process.
Inits filings wwth the FERC pertaining to the formation
and inplenmentation of the Alliance RTO the Alliance Conpanies
described the organization's proposed structure.’ The proposed
Al'liance RTOis structured to allow for the creation of either
an | ndependent System Qperator ("I1SO') or a Transco. An | SO or
a Transco does not own or operate generation facilities. An |ISO
is anon-profit entity operated by a board according to byl aws
adopted by the participating transm ssion owners and i ndependent
fromthe Alliance Conpanies and other market participants. An
| SO controls and operates transmi ssion facilities that are owned
by the participating transm ssion owners. Under the Alliance
Conpani es' proposal, an individual transm ssion owner coul d

under certain conditions, for exanple by electing to sell its

authorization to withdraw Il linois Power Conpany fromthe M dwest |ndependent
System Operator, Inc. ("M SQO'), and has entered into negotiations with the

Al l i ance Conpani es for inclusion of Illinois Power Conpany in the Alliance
RTO. Aneren Corporation and Exel on Corporation have also entered into
negotiations to withdraw fromthe M SO and join the Alliance RTO. The

Commi ssion has filed comments in this docket based on the possible effects
such action would have on the proposed Alliance RTO. This docket is stil
pendi ng.

" This filing is referenced in Appendi x B of AEP-VA's application



transm ssion assets, trigger the conversion of the |1SO structure
to a Transco.

A Transco is a for-profit transm ssion entity that woul d
own, control, and operate the transm ssion facilities divested
to it by certain transm ssion owners. Under the Alliance
Conpani es' proposal, the Alliance RTO would control and operate
transm ssi on assets owned by the nondivesting transm ssion
owners, and would own, operate, and control facilities divested
to it by those Alliance Conpani es that choose to do so. Like an
| SO, a Transco is to be independent. Wen converted to a
Transco, the Alliance RTO would be operated by a publicly held
managi ng conpany called Alliance Publico according to an
operating agreenent to which both divesting and nondi vesti ng
transm ssi on owners woul d be parties.

Several of the Alliance Conpani es have indicated an
intention to divest their assets and thus to establish the
Alliance RTOin the formof a Transco. AEP states in its
application that at this tine it intends to transfer only
functional and operational control, but not ownership rights, to
the Alliance RTO

According to the Alliance Conpanies, the proposed Alliance
RTO structure is intended to provide flexibility for both the
Al | i ance Conpani es and ot her conpanies that join the RTE, to

retain ownership of their transm ssion assets or to divest



transm ssi on ownership should they elect to do so, while
ensuring fair and inpartial control of the transm ssion systens
and the separation of transm ssion from generation and power
mar ket i ng.

AEP-VA' s application states that the Alliance Conpanies
have also filed with the FERC a proposed OATT reflecting
transm ssion service rates and terns and conditions. The
Al liance RTO rate proposal establishes zonal (or "license
plate") rates for transm ssion service to |loads within a
particular Alliance RTO zone.® Zonal rates would have two
conponents, a zonal facilities charge and a zonal transition
adj ustnent ("ZTA") that woul d be added to the |license plate
zonal rates to allowthe Alliance RTOto elimnate rate
"pancaki ng" or multiple access charges,® while keeping
transm ssi on owners revenue neutral and avoi di ng revenue | osses.
A single region-wide rate for transm ssion service to | oads

| ocated outside of the Alliance RTO al so i s proposed. *°

8 These | oads are intrazonal, drive-in, or within transactions.

9 20 VAC 5-320-20 defines rate pancaking as the practice of requiring a
transm ssion custoner to pay a separate access charge each tinme the contract
path associated with the custoner's purchase of electricity froma generation
source crosses the boundary of another transm ssion owner so as to count nore
than once the quantity transmitted, or otherw se counting the quantity of
electricity transnmtted nore than once in the calculation of the transm ssion
custoner's charges.

0 The Al'liance Conpanies refer to this rate as the Region-Wde Rate for
Through and Qut Transactions ("RTOR").



AEP- VA' s application al so describes certain planning,
operation, reliability and mai ntenance, and ot her
characteristics, functions, and responsibilities of the Alliance
RTO and the Alliance Conpanies. Such responsibilities include,
but are not limted to, transm ssion owner construction of new
transm ssion facilities as approved by the Alliance RTQ
Al'liance RTO responsibility to facilitate redi spatch agreenents
in response to requests for new transm ssion service, nmanagenent
of the Alliance Transco, transm ssion service transaction
scheduling, ancillary services, nmarket nonitoring, control area
or security coordinator responsibility, coordination with
generators and policies for interconnecting new generators,

i nterregi onal coordination, and Alliance RTO responsibility for
pl anni ng necessary transm ssi on expansi ons, additions, and
upgr ades.

AEP- VA requests a wai ver of 20 VAC 5-320-100 11 of the RTE
Rul es, which requires the Conpany to file with the Comm ssion
copies of its application to formthe Alliance RTO submtted to
the FERC, all anendnents thereto, any pleadings, and any orders,
or other such docunents that are filed with or issued by FERC,
to the extent such docunents are dated after Septenber 15, 2000,
the date of the last conpliance filing made by the Alliance
Conpani es. Copies of all such docunents related to the federa

Al l'i ance RTO proceedi ng and dated on or before Septenber 15,



2000, were filed with the Conm ssion by AEP-VA on its own behal f
inthis matter, and on behalf of Dom nion Virginia Power for use
in Case No. PUE000551.!'! The Conpany notes that the docunents
are vol um nous, and since the Conmission is a party to the
proceedi ng, the Conmm ssion already will be served with such
docurment s. 2

NOW THE COW SSI ON, havi ng considered the application, is
of the opinion that the matter shoul d be docketed, notice of
AEP- VA' s application should be given to the public, and
i nterested persons should have an opportunity to comment on the
Conmpany's application and to participate in hearings on this
matter.

The Comm ssion is required by 8 56-579 A of the
Restructuring Act and the RTE Rules to determ ne whether the
transfer of operation or control of transm ssion assets by an
i ncunbent electric utility to an RTE pronotes the public
interest, and is consistent with the orderly devel opnent of

conpetition in the Commonweal th, and with ensuring both the

1 Dominion Virginia Power's application filed in Case No. PUE000551 requests
Conmi ssi on approval of its plan to transfer operational and functiona
control of its transmi ssion assets to the Alliance RTO. Conmonwealth O
Virginia, ex rel. State Corporation Comr ssion, Ex Parte: In the matter
concerning the application of Virginia Electric and Power Conpany d/b/a
Dom ni on Virginia Power for approval of a plan to transfer functional and
operational control of certain transnm ssion facilities to a Regi ona

Transm ssion Entity.

2 The Commission is an intervenor in FERC Docket No. ER99-3144-004. Supra at
fn. 2.
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successful devel opment of interstate RTEs and the neeting of the
transm ssion needs of electric generation suppliers both within
and wi thout the Commonweal th. As such, we nust find that AEP-
VA's proposed transfer satisfies the standards of the
Restructuring Act and the requirenents of the five essenti al
categories established by the RTE Rul es: planning and
reliability policies and practices; interconnection, pricing,
and access policies; independent governance; consistency with
FERC policy; and fair conpensation to the transferor. AEP-VA
has the burden of denopnstrating conpliance with the requirenents
set forth in both the Restructuring Act and the RTE rul es.

Bot h AEP-VA' s application and the application filed by
Dom nion Virginia Power in Case No. PUEOOO551 raise issues
pertaining to transfer of control of transmi ssion assets to an
RTE, and the structure and operations of the Alliance RTO. The
i ssues arising fromthe proposed transfer nay be either conmon
to both AEP-VA' s and Domi nion Virginia Power's plans, or
specific to the individual incunbent electric utility. The
Conmpany' s plan contains aspects that are distinct from Dom nion
Virginia Power's plan and require separate consideration.
Therefore, we will schedule two hearings to entertain the
i ssues. One proceeding will be a joint hearing including both
AEP- VA and Domi nion Virginia Power, and the other will be

convened specifically for consideration of AEP-VA s application.

11



Toget her, the proceedings will determ ne whether the proposed
transfer neets the requirenments of the Restructuring Act and the
RTE Rules and is in the public interest.

We have identified certain principal conmon issues to be
considered at the joint hearing, as well as issues specifically
related to AEP-VA's application. The issues outlined below are
broad and attenpt to enconpass as nmany areas of concern rel ated
to the transfer of transm ssion assets as possible. These
i ssues contain many subi ssues thensel ves. W request that
i nterested persons, including the Conpany and Comm ssion Staff,
identify any additional issues that such parties believe do not
fall under the issues identified herein. W wll ask that any
addi tional issues proposed to be raised be identified in
comments filed for consideration in this matter, or in Notices
of Protest filed by those persons who expect to participate in
either or both of the schedul ed proceedings. W recognize that
as the Alliance RTO evol ves, circunstances may change and ot her
i ssues may devel op regarding the transfer of AEP-VA's
transm ssion assets. Wen appropriate, such issues will be
consi dered accordi ngly.

A hearing will first be held regarding the i ssues conmon to
bot h proceedings, and will include both AEP-VA and Dom ni on
Virginia Power. The principal comon issues that will be

considered at the joint hearing include: (1) RTE planni ng and

12



reliability policies and practices; (2) interconnection of
generating facilities to the RTE; (3) relief of transm ssion
congestion by the RTE; (4) operational procedures; (5) market
nmonitoring; (6) responsibility for construction of transm ssion
facilities; (7) governance of the RTE; (8) consistency with FERC
policy; (9) transm ssion rel ated decisions such as

i nterconnection; (10) the successful devel opnent of interstate
RTEs; and (11) assurance that the transm ssion needs of electric
generation suppliers both within and w thout the Conmonweal th
will be net.

A separate hearing then wll be convened for the purposes
of considering issues specific to AEP-VA s application. The
princi pal aspects of the Conpany's application that deserve
separate consideration include: (1) a conparison of the
Al liance RTO s expected transm ssion charges and resulting
revenue with AEP-VA's pricing for transm ssion service; (2) the
Conpany's proposed zonal or license plate rates and net hodol ogy;
(3) assurance that the Conpany's transm ssion rates do not
di scourage econom ¢ transactions and do not encourage uneconomi C
transactions; (4) analysis of the facilities designated as
transm ssion; (5) the current and projected transm ssion
capability between generation markets within the Alliance RTO

and AEP-VA; (6) the Conpany's rationale for choosing the

13



Alliance RTQ and (7) fair conpensation to AEP-VA as the
transferor.

W will grant the Conpany's request for a waiver of
20 VAC 5-320-10 11 of the RTE Rules to the extent that such
docunents are filed with or issued by FERC and are dated after
Sept enber 15, 2000.

We al so note that the Conpany's application has been
affected by both amendnments to the Virginia Electric Uility
Restructuring Act contained in Senate Bill 1420 ("SB 1420") that
wer e passed by the 2001 General Assenbly, and by recent events
at the FERC relating to the federal Alliance RTOfiling. W
will direct AEP-VA to update its application as appropriate to
refl ect such devel opnents.

Accordingly, IT IS ORDERED THAT:

(1) This matter is docketed and assigned Case No. PUEO00550.

(2) A joint hearing with Dom nion Virginia Power is hereby
schedul ed for 10:00 a.m on July 30, 2001, in the Conmm ssion's
Second Fl oor Courtroom for the purpose of receiving evidence
related to the issues delineated herein as common to both AEP-
VA's and Dom nion Virginia Power's plans to transfer
transm ssi on asset managenent and control to the Alliance RTO

(3) A hearing is hereby scheduled for 10:00 a.m on

Sept enber 13, 2001, in the Conm ssion's Second Fl oor Courtroom for

14



t he purpose of receiving evidence related specifically to aspects
of AEP-VA's application.

(4) The Conpany's request for a waiver of 20 VAC 5-320-10
11 is hereby granted to the extent described herein.

(5) The Conpany shall supplenent its application as
appropriate to reflect passage of SB 1420 and recent
devel opnents at the FERC pertaining to the federal Alliance RTO
filing no later than May 15, 2001.

(6) AEP-VA shall pronptly make a copy of its application
and other nmaterials available to the public who nmay obtain
copies, at no charge, by making a request in witing from
counsel for AEP-VA, Anthony Ganbardella, Esquire, Wods,

Rogers & Hazl egrove, P.L.C., 823 East Main Street, Suite 1200,
Ri chnond, Virginia 23219. The application and other materials
filed in this docket may al so be reviewed during regular

busi ness hours at the Conm ssion's Docunent Control Center,
First Floor, Tyler Building, 1300 East Main Street, Ri chnond,
Vi rgini a.

(7) On or before May 8, 2001, AEP-VA shall publish the
follow ng notice as display advertising, not classified, tw ce
in newspapers of general circulation throughout its service

territory:
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NOTI CE OF COVWONWEALTH OF VIRG NI A, EX REL
STATE CORPCRATI ON COW SSI ON, EX PARTE: I N
THE MATTER CONCERNI NG THE APPLI CATI ON OF
APPALACHI AN PONER COMPANY DJ B/ A
AMERI CAN ELECTRI C PONER- VI RG NI A
FOR APPROVAL OF A PLAN TO TRANSFER
FUNCTI ONAL AND OPERATI ONAL CONTROL OF
CERTAI N TRANSM SSI ON ASSETS TO A REG ONAL
TRANSM SSI ON ENTI TY (" RTE")

CASE NO. PUEO000550

On Cct ober 16, 2000, Appal achi an Power
Conpany d/b/a Anmerican Electric Power-
Virginia ("AEP-VA" or the "Conpany"), filed,
pursuant to 88 56-577 and 56-579 of the
Virginia Electric Utility Restructuring Act
(the "Restructuring Act") and the State
Cor poration Conm ssion's Regul ations
Governing Transfer of Transm ssion Assets to
Regi onal Transm ssion Entities (the "RTE
Rul es"), an application with the State
Cor porati on Conmmi ssion ("Conmm ssion”) to
transfer functional and operational contro
of its transmssion facilities located in
t he Conmmonweal th to the proposed Alliance
Regi onal Transm ssion Organi zation
("Al'liance RTO").

The Alliance RTOis to be created
pursuant to federal regul ations issued by
t he Federal Energy Regul atory Conm ssion
("FERC'). The Alliance RTOis being forned
by the follow ng transm ssi on-owni ng
i ncunmbent electric utility systemns:
Anerican Electric Power Service Corporation
on behal f of Appal achi an Power Conpany,
Col unbus Sout hern Power Conpany, |ndiana
M chi gan Power Conpany, Kentucky Power
Conpany, Kingsport Power Conpany, OChio Power
Conmpany, and Weel i ng Power Conpany;
Consuners Energy Conpany; The Dayton Power
and Li ght Conpany; The Detroit Edi son
Conpany, FirstEnergy Corp. on behalf of The
Cleveland Electric Illum nating Conpany,
Ohi 0 Edi son Conpany, Pennsyl vani a Power
Conmpany, and the Tol edo Edi son Conpany; the
Nort hern | ndi ana Public Service Conpany, and

16



Virginia Electric and Power Conpany d/b/a
Dom nion Virginia Power ("Dom nion Virginia
Power") (the "Alliance Conpanies").

AEP-VA' s application provides
information pertaining to the proposed
Al l iance RTO and the Conpany's proposed
participation. The structure of the
proposed Alliance RTO is described in the
Conmpany' s application, which also contains
the proposed tariff filed with the FERC
reflecting transm ssion service rates and
terms and conditions. |In addition, the
Conmpany's application describes certain
pl anni ng, operation, reliability and
mai nt enance, and ot her characteristics,
functions, and responsibilities of the
Al liance RTO and the Alliance Conpanies.

I nt erested persons nay obtain copies of
AEP-VA' s application and other materials, as
well as the Comm ssion's April 13, 2001,
Order issued in this matter, for nore
information pertaining to the proposed
Al liance RTO, the pending FERC proceedi ng,
and the Conpany's proposed transfer of
transm ssion assets to the Alliance RTO

A copy of AEP-VA' s application and
other materials are available for inspection
during regul ar business hours at the State
Cor porati on Conmmi ssi on, Docunent Contr ol
Center, First Floor, Tyler Building,

1300 East Main Street, Richnond, Virginia.

| nt erested persons nay al so obtain copies,
at no charge, by making a request in witing
to counsel for AEP-VA, Anthony Ganbardell a,
Esquire, Wods, Rogers & Hazl egrove, P.L.C.
823 East Main Street, Suite 1200, Ri chnond,
Virginia 23219. A copy of the Conm ssion's
Order establishing the proceedi ngs,
outlining details for participation, and
setting forth the conpl ete procedura
schedul e is available fromthe Conm ssion's
Wb site,

www. St at e. va. us/scc/ casei nfo/ orders. htm
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Because both AEP-VA' s application and
the application filed by Dom nion Virginia
Power in Case No. PUEO00551, which also
requests approval of a plan to transfer
operational and functional control of its
transm ssion assets to the Alliance RTQ
rai se i ssues for consideration that may be
either common to both plans, or specific to
the individual incunbent electric utility,
t he Conm ssi on has schedul ed two heari ngs.
Toget her, the proceedings will determ ne
whet her the proposed transfer neets the
requi rements of the Restructuring Act and
the RTE Rules, and is in the public
i nterest.

The foll ow ng principal common issues
contained in AEP-VA' s and Dom nion Virginia
Power's plans will be considered at a joint
heari ng i ncludi ng both AEP-VA and Doni ni on
Virginia Power scheduled for 10: 00 a.m on
July 30, 2001, in the Conm ssion's Second
Fl oor Courtroom (1) RTE planni ng and
reliability policies and practices;

(2) interconnection of generating facilities
to the RTE; (3) relief of transm ssion
congestion by the RTE, (4) operational
procedures; (5) market nonitoring;

(6) responsibility for construction of
transm ssion facilities; (7) governance of
the RTE, (8) consistency with FERC policy;
(9) transm ssion rel ated deci sions such as

i nterconnection; (10) the successful

devel opnent of interstate RTEs; and

(11) assurance that the transm ssion needs
of electric generation suppliers both within
and wi t hout the Commonwealth will be net.

A separate hearing is schedul ed for
10: 00 a. m on Septenmber 13, 2001, in the
Conmi ssi on's Second Fl oor Courtroomfor the
pur pose of receiving evidence related to the
follow ng principal aspects of the Conpany's
application that deserve separate
consideration: (1) a conparison of the
Al liance RTO s expected transm ssion charges
and resulting revenue with AEP-VA' s pricing

18



for transm ssion service; (2) the Conpany's
proposed zonal or license plate rates and
met hodol ogy; (3) assurance that the
Conpany' s transm ssion rates do not

di scourage econom ¢ transactions and do not
encour age unecononi c transacti ons;

(4) analysis of the facilities designated as
transm ssion; (5) the current and projected
transm ssion capability between generation
markets within the Alliance RTO and AEP- VA;
(6) the Conpany's rationale for choosing the
Alliance RTO, and (7) fair conpensation to
AEP- VA as the transferor.

The i ssues outlined above are broad and
attenpt to enconpass as many areas of
concern related to the transfer of
transm ssion assets as possible. Interested
persons may propose additional issues for
consi deration that such persons believe do
not fall under the above listed issues. The
Comm ssi on recogni zes that as the Alliance
RTO evol ves, circunstances nmay change and
ot her issues may devel op regarding the
transfer of control of AEP-VA's transm ssion
assets. \Wen appropriate, such issues wll
be consi dered accordingly.

On or before June 15, 2001, any
addi tional issues that interested persons
propose for consideration in either
proceedi ng, shall be clearly identified and
filed as an original |ist and 15 copies wth
Joel H. Peck, Cerk, State Corporation
Conmi ssion, c/o Docurment Control Center,
P.O. Box 2118, Richnond, Virginia 23218
Al'l additional proposed issues shall be
filed on or before June 15, 2001, whet her
such additional issues are to be considered
at the July 30, 2001, hearing on common
i ssues, or the Septenber 13, 2001 hearing
specifically on the Conpany's application.

On or before June 15, 2001, any
i nterested person wi shing to comrent on the
conmon i ssues identified herein for
consideration at the July 30, 2001, hearing
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shall file an original and 15 copies of such
comments in witing with the Cerk of the
Comm ssion. These conmments may include the
identification of any additional issues
proposed for consideration as descri bed
above. Individuals who wsh to coment on

t he aspects of the transfer specific to AEP-
VA' s application identified herein, which
w Il be the subject of the Septenber 13,
2001, proceeding, shall file an original and
15 copies of such witten coments with the
Clerk of the Conm ssion on or before

August 9, 2001.

Al'l proposed additional issues and
comments shall nake reference to Case
No. PUEO00550. A copy of the same nust be
sent to counsel for the Conpany at the
address set forth above. A copy of any
proposed additional issues or comments
relating to the July 30, 2001, commopn issues
hearing shall also be sent to counsel for
Domi nion Virginia Power, Mchael C
Regul i nski, Senior Counsel, Virginia
El ectric and Power Conpany, P.QO Box 26666,
Ri chnond, Virginia 23261- 6666.

On or before June 15, 2001, any person
who intends to participate as a Protestant
in either proceeding pursuant to Rule 4:6 of
t he Conmission's Rules of Practice and
Procedure shall file with the O erk of
Conmi ssion an original and 15 copies of a
Notice of Protest and Protest. All Notices
of Protest and Protests shall make reference
to Case No. PUEOO00550 and shall indicate
whet her the Protestant will be participating
in either the July 30, 2001, proceeding or
the Septenber 13, 2001, proceedi ng, or both.
Al'l Notices of Protest may include the
identification of any additional issues
proposed for consideration as described
above. A copy of any Notice of Protest and
Protest nust be sent to counsel for the
Conpany at the address set forth above. A
copy of any Notice of Protest and Protest
proposi ng additional issues for
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consideration or indicating participation in
the July 30, 2001, conmon issues hearing
shal |l al so be sent to counsel for Dom nion
Virginia Power at the address set forth
above. Conplete details for participation
as a Protestant in the proceedings are
avail able in the Comm ssion's Order which
may be obtai ned as descri bed above.

Any person desiring to make a statenent
at either the July 30, 2001, or the
Sept enber 13, 2001, hearing need only appear
in the Conm ssion's Second Fl oor Courtroom
at 9:45 a.m on the day of the hearing and
identify hinself or herself to the Bailiff
as a public wtness.

APPALACH AN PONER COVPANY
D/ B/ A AVERI CAN ELECTRI C PONER- VI RG NI A

(8 On or before May 8, 2001, the Conpany shall serve a
copy of this Order on the Chairman of the Board of Supervisors,
Mayor, or Manager of any county, city, or town, or on equival ent
officials in counties, towns, and cities having alternate forns
of government, in their service territories. Service shall be
made by first-class mail or delivery to the customary pl ace of
busi ness or residence of the person served.

(9) On or before June 15, 2001, AEP-VA shall file with the
Commi ssi on proof of notice and proof of service as ordered
her ei n.

(10) On or before June 15, 2001, any additional issues that
i nterested persons do not believe fall under the issues
identified herein, and that such interested persons wish to

propose for consideration in either proceeding, shall be clearly
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identified and filed as an original list and 15 copies with
Joel H. Peck, Cerk, State Corporation Conm ssion, c/o Docunent
Control Center, P.O Box 2118, R chnond, Virginia 23218. A
addi ti onal proposed issues shall be filed on or before June 15,
2001, whether such additional issues are to be considered at the
July 30, 2001, hearing on conmon issues or the Septenber 13,
2001, hearing specifically on the Conpany's application. Al
lists shall refer to Case No. PUEO00550. A copy of such |i st
si mul taneously shall be sent to counsel for the Conpany. A copy
of the list, if inregard to the July 30, 2001, hearing, also
shal |l be sent to counsel for Dom nion Virginia Power, Mchael C
Regul i nski, Senior Counsel, Virginia Electric and Power Conpany,
P. O Box 26666, Richnond, Virginia 23261-6666.

(11) On or before June 15, 2001, any interested person
Wi shing to comment on the common issues identified herein for
consideration at the July 30, 2001, hearing shall file an
original and 15 copies of such comments in witing with the
Clerk of the Comm ssion. These comments nmay include the
identification of any additional issues proposed for
consideration as referred to above in Ordering Paragraph (10).
Al'l conmments nust refer to Case No. PUEO0O0550. A copy of such
coments sinultaneously shall be sent to counsel for the
Conmpany. A copy of those coments al so shall be sent to counse

for Dom nion Virginia Power. Any person desiring to make a
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statenent at the July 30, 2001, hearing concerning the comon
i ssues need only appear in the Comm ssion's Second Fl oor
Courtroomat 9:45 a.m on the day of the hearing and identify
himsel f or herself to the Bailiff.

(12) On before June 15, 2001, any person who intends to
participate as a Protestant in either proceedi ng pursuant to
Rule 4:6 of the Conm ssion's Rules of Practice and Procedure
shall file with the Clerk of Conm ssion an original and
15 copies of a Notice of Protest and a Protest. A Notice of
Protest may include the identification of additional issues
proposed for consideration as referred to in Odering Paragraph
(10) above. All Notices of Protest and Protests nust refer to
Case No. PUEO00550. All Notices of Protest shall indicate
whet her the Protestant intends to participate in either the
July 30, 2001, proceeding or the Septenber 13, 2001, proceeding,
or both. A copy of all Notices of Protest and Protests
si mul taneously shall be sent to counsel for AEP-VA. A copy of
any Notice of Protest and Protest indicating an intention to
participate in the July 30, 2001, common issues hearing shal
al so be sent to counsel for Dom nion Virginia Power. Copies
shall also be sent to other Protestants who file Notices of
Protests and Protests.

(13) On or before June 22, 2001, each Protestant shall file

with the Cerk of the Commi ssion an original and 15 copi es of
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the prepared testinmony and exhibits the Protestant intends to
present at the July 30, 2001, comon issues hearing. A copy of
the sanme sinultaneously shall be sent to counsel for AEP-VA
Dom nion Virginia Power, and any other Protestants.

(14) On or before June 29, 2001, the Comm ssion Staff
shall prefile the testinony and exhibits it intends to present
at the July 30, 2001, hearing on issues commobn to both
applications with the Cerk of the Comm ssion. The Staff shal
send a copy of its testinony and exhibits to the Conpany,

Domi nion Virginia Power, and each Protestant.

(15) On or before July 13, 2001, the Conmpany shall file
with the Cerk of the Comm ssion an original and 15 copies of
any testinony it expects to introduce in rebuttal to the direct
testimony of Staff and Protestants prefiled for the July 30,
2001, hearing on conmon issues. A copy of rebuttal testinony
shall be sent to Staff, Domi nion Virginia Power, and each
Prot estant by overni ght delivery.

(16) On or before August 9, 2001, any interested person
W shing to conment on issues specific to AEP-VA' s application,
which wll be the subject of the Septenber 13, 2001 proceedi ng,
shall file an original and 15 copies of such witten conments
wth the Clerk of the Commssion. Al coments nust refer to
Case No. PUE0O00550. A copy of such comments simultaneously

shall be sent to counsel for the Conpany. Any person desiring
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to make a statenent at the Septenber 13, 2001, hearing need only
appear in the Comm ssion's second floor courtroomat 9:45 a. m
on the day of the hearing and identify hinself or herself to the
Bai liff.

(17) On or before August 9, 2001, each Protestant shal
file with the Cerk of the Comm ssion an original and 15 copies
of the prepared testinony and exhibits the Protestant intends to
present at the Septenber 13, 2001, hearing on the Conpany's
application. A copy of the sane sinultaneously shall be sent to
counsel for AEP-VA and any other Protestants.

(18) On or before August 23, 2001, the Comm ssion Staff
shall file the testinmony and exhibits it intends to present at
t he Septenber 13, 2001, hearing on the Conpany's application
with the Cerk of the Cormission. The Staff shall send a copy
of its testinony to the Conpany and each Protestant.

(19) On or before Septenber 5, 2001, the Conpany shall file
with the derk of the Comm ssion an original and 15 copies of
any testinony it intends to introduce in rebuttal to the direct
testinmony of Staff and Protestants prefiled for the
Septenber 13, 2001, hearing on the Conpany's application. A
copy of rebuttal testinony shall be sent to Staff and each
Protestant by overnight delivery.

(20) The Conpany shall respond to witten interrogatories

W thin seven (7) calendar days after recei pt of sane. Except as
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nodi fi ed above, discovery shall be in accordance with Part M of

the Comm ssion's Rules of Practice and Procedure.
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